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THE NEWSLETTER FOR THE AICPA PERSONAL FINANCIAL PLANNING DIVISION

CONCERNS ABOUT REGISTRATION
AS AN INVESTMENT ADVISER

tion to help CPAs understand the criteria for

registration as well as the consequences.
Whether a CPA providing financial planning ser

The Investment Advisers Act of 1940 requires

vices must register under the Act depends on an

investment advisers to register with the SEC. Cer

analysis of the facts and circumstances as ex

tain commentators have suggested that financial
planning is synonymous with providing investment

plained in the new practice aid. Registration raises a
number of concerns, including the following:

advice and for that reason believe most financial

■ The records and books of a registrant are subject
to examination by the SEC.

planners are required to register under the Act.
Whether a person, including a CPA, must register is

■ The registrant must provide their clients with a

Planning Committee believes that many financial

disclosure statement that may prove to be diffi
cult and expensive for a CPA to produce.

planning engagements performed by CPAs do not

■ Many states have promulgated investment ad

involve the rendering of investment advice and that
a CPA may provide comprehensive financial plan

viser laws with concurrent registration require

ning services without having to register. CPAs may

the federal requirements. Some states require

also shape the scope of their financial planning ser

audited financial statements of the registered
firm. A CPA firm practicing in several states that

a complex question. The AICPA Personal Financial

ments that are more burdensome and costly than

vices in a fashion that would require registration.
The Committee believes that the decisions as to
which financial planning services to offer and

has registered as an investment adviser on the

whether or not to register should not be made with

plicable state laws in the various jurisdictions of
their practice.

Federal level must review and comply with the ap

out careful analysis and has developed a publica

■ Registered investment advisers are required to
institute adequate procedures to obtain prompt
records of every security transaction in which

CONDENSED OVERVIEW FOR CPA FIRMS
CONSIDERING REGISTRATION

certain partners, employees and other “advisory

representatives” have acquired a direct or indi
rect beneficial interest.
The publication entitled Issues Involving Regis
tration Under the Investment Advisers Act of 1940

is being distributed to all Division members at no

charge. It is available for purchase by others from
the AICPA order department.
WHAT’S INSIDE

Each of the above boxes raises an issue that
requires a detailed analysis of the facts and
circumstances.
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PROFESSIONAL LIABILITY
INSURANCE COVERAGE

coverage of personal financial planning services by

sional Ethics and to the extent they apply, State
ments on Standards for Accounting and Review
Services (SSARS) and the Statement on Stan
dards for Accountants' Services on Prospective Fi
nancial Information. Recently, the Accounting and

the AICPA sponsored malpractice insurance plan.
The AICPA Professional Liability Insurance

Review Services Committee issued an exposure
draft of a proposed SSARS entitled “Reporting on

Plan will pay to all insured firms in the plan all sums
as compensatory damages caused by acts, errors

Personal Financial Statements Included In Per
sonal Financial Plans”, which providesthe CPA with

or omissions in the insured’s performance of pro

an optional exemption from SSARS 1, as amended,
for financial statements prepared solely for the cli
ent and their advisers in developing the plan. The

Many practitioners have inquired about the

fessional accounting services for others. Personal

financial planning services for many years have
been a part of professional accounting services,

and there is no specific exclusion for personal
financial planning services in the AICPA plan policy.
Traditionally, the practice of accounting has
not included the sale of investment or insurance
products.
However, if your application for coverage in the

accompanying transmittal letter assumes the pro

posed wording in the exposure draft will be
adopted. Until it is, you must report in accordance
with SSARS 1.
The CPA preparing presentations of financial

forecasts and projections should follow the AICPA

AICPA Plan is accepted by the underwriters and in

Guide for Prospective Financial Statements. The
decision whether the potential user of the prospec

dicates that a significant part of your practice in

tive financial information would be deemed an inter

cludes personal financial planning, it may be
subject to additional underwriting considerations

example, a client’s financial advisers may be

nal user requires considerable judgment. For

deemed to be internal users when the adviser’s and

which could result in a premium surcharge.

the client’s interests are consistent. Otherwise they
are third party users, as would be the case when a

banker or a broker would extend credit. In the fol

REPORTING ON A
PERSONAL FINANCIAL PLAN

lowing transmittal letter, the responsible party and
the user’s interest are assumed to be consistent.

A personal financial plan prepared by a CPA

The advisers will only use the plan to develop and
achieve the client’s personal financial goals and ob

may include unaudited financial statements, inci

jectives, but not for a credit decision. The following

dental financial data and prospective financial in

transmittal letter

formation (such as cash-flow projections, or

significant changes in financial position). The CPA

■ illustrates the use of the optional report proposed
in the exposure draft

who submits this information to his client is required

■ treats the plan as a partial presentation of pro

spective financial information

to issue a report disclosing the degree of responsi

bility he is taking (and for prospective financial in
formation, a summary of significant assumptions

and the character of work he has performed).
The standards that apply to personal financial
plans are the General Standards (Rule 201) of the
Rules of Conduct of the AICPA Code of Profes

■ assumes significant assumptions have been dis

closed as part of the plan.

It is designed to immediately precede the State
ment of Financial Position and prospective finan
cial information. These statements will, in many
cases, be the last pages in the financial plan. Some
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Americas, New York, N.Y. Copyright © American Institute of Certified Public Accountants, Inc. Opinions of the
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Editor: John H. Graves, CPA, Director of Technical Information

AICPA

THE PLANNER
practitioners, as an alternative to this format, would
combine the paragraphs in this report letter with
the transmittal letter that precedes the financial
plan.

Activities Of the AICPA
In the
Personal Financial Planning
Area
CPAs traditionally have advised clients on per

LETTERHEAD

sonal financial planning as well as business plan
ning. As noted in a September 1984 Journal of

June 15, 1986

Accountancy article by Mehlinger & Culp, “CPAs

are in an excellent position to serve as personal fi
nancial planners. They have already developed a
relationship with their clients based on mutual trust

Mr. & Mrs. Blank
Anywhere, USA

and respect. In addition, CPAs have long been rec

ognized and appreciated by clients as a source of
independent, objective information.”

Dear Sir & Madam:

We are pleased to have the opportunity to assist
you in formulating your financial plan. We would
like to focus your attention on certain limitations
associated with this information.

Over the past few years, PFP has grown into a
separate and distinct area of practice for CPAs.
The AICPA recognized PFP’s emergence and
formed the PFP Committee in January 1985 to co

Historical Financial Statements
We have not audited, reviewed or compiled the
accompanying Statement of Financial Condi
tion, as of September 30, 1985, which was pre
pared solely to help you to develop your personal
financial plan. The statement is not intended to
present your financial condition in accordance
with generally accepted accounting principles
and may be incomplete. Accordingly, it should
not be relied on to obtain credit or for any other
purposes.

ordinate the Institute’s efforts for CPAs practicing
PFP. Formerly, coordination had been the joint re

Prospective Presentations
We have assembled from information provided
by you the accompanying projected retirement
needs and forecasted basic lifestyle expendi
tures during retirement for years beginning June
30, 2016 and your forecasted life insurance re
quirements for the period ending December 30,
1986. We have not compiled or examined these
prospective presentations and express no as
surance of any kind on them. Furthermore, there
will usually be differences between prospective
and actual results because events and circum
stances frequently do not occur as expected,
and these differences may be material. These
prospective presentations are restricted to in
ternal use and should not be shown to a third
party for any purpose.

posing state licensing of personal financial planners
and opposing a federal self-regulatory organization

Signature

sponsibility of the Management Advisory Services

Division and the Federal Taxation Division. The
committee began to focus its attention on federal

and state regulatory matters, reporting guidance
and educational materials.
The committee has developed a guide for
AICPA members engaged in PFP on registration as

investment advisers under the Investment Advis

er’s Act of 1940. It has supported the positions op

for personal financial planners.
The committee has been working with the
AICPA’s CPE Division to upgrade the curriculum for

personal financial planning.
The committee assisted the Accounting and

Review Standards Committee in developing the
proposed Statement on Standards for Accounting

and Review Services (SSARS), “Reporting on Per
sonal Financial Statements Included in Personal
Financial Plans.” The proposal would provide the
accountant with an optional exemption from
SSARS1, as amended, for personal financial state
ments developed solely to assist clients and their
advisers. The proposal would also require specific
information to be included in a special report. The
comment period ended May 15, 1986.

The committee has obtained AICPA Council’s
approval to establish a membership division for per
sonal financial planning. The committee believes a

AICPA
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hance the stature of the profession and its ability
to serve the public.
The Institute’s Rules of Conduct are the en

division for members interested in PFP will estab
lish the AICPA as the leader in all aspects of PFP af
fecting CPAs. The profession and the public will
benefit in many ways by this special interest divi
sion. The primary goals of the division are to up

grade the technical skills of our members and to
promote our profession to the public.

A practice aid is being developed by the MAS
Small Business Consulting Subcommittee entitled
Personal Financial Planning: The Team Approach.

forceable ethical standards of the profession and
provide the minimum acceptable boundaries for
services including personal financial planning

(PFP). Those rules governing PFP are listed below:

■ The General Standards (Rule 201) present the
general ethical standards of the profession which
apply to every professional engagement.

The practice aid explains the team approach to
PFP services with the CPA as the coordinator of a

■ CPAs may undertake only those engagements
thatthey ortheirfirmscan perform with profes

group of specialists.

sional competence. (201A and Interpretation
201-1).

■ A member must exercise due professional care
in the performance of an engagement. (201B).
■ CPAs must adequately plan and supervise the
engagement. (201C).

PERSONAL FINANCIAL PLANNING
ETHICS GUIDANCE

■ A member must obtain sufficient relevant data
to afford a reasonable basis for conclusions or
recommendations in relation to an engagement.
(201D).

The AICPA Code of Professional Ethics sets

mandatory enforceable minimum levels of accept

■ These standards also discuss prospective fi

able conduct for CPAs. CPAs, according to the

nancial statements. Those requirements are
outlined at length in the new AICPA publication,

code, must strive for conduct beyond those mini
mum levels, and do so at the sacrifice of personal
benefit. The philosophical backbone upon which
the AICPA's Rules of Conduct are based are the

Concepts of Professional Ethics. These concepts
serve as broad guidelines:
■ Independence, integrity and objectivity. A CPA

Guide for Prospective Financial Statements.
■ The acceptance of a commission is prohibited.
(Rule 503 and ruling 167).
■ A member of the AICPA who is engaged in the
practice of public accounting should not concur

rently engage in any business or occupation that

should maintain his integrity and objectivity and,
when engaged in the practice of public account

would create a conflict of interest in rendering
professional services. (Rule 504 and the related

ing, be independent of those he serves. (Rule 101

limits the independence standard to those en
gaged in the attest function.)

rulings 115 & 178).
■ The Rules of Conduct are extended to members

who hold themselves out to the public as being a
CPA in public practice and who operate a sepa

■ General and technical standards. A CPA should

observe the profession’s general and technical
standards and strive continually to improve his

rate business that offers services rendered by
public accountants. (Rule 505 and the related rul
ing 180).

competence and the quality of his service.
■ Responsibilities to clients. A CPA should be fair
and candid with his clients and serve them to the

best of his ability, with professional concern for
their best interests, consistent with his responsi
bilities to the public.
■ Responsibilities to colleagues. A CPA should con

More complete information is available in the
AICPA's Code of Professional Ethics which is in
cluded in the AICPA Professional Standards, Vol
ume 2 and is also available as a separate paperback
publication. Many CPAs find an occasional reread

duct himself in a manner which will promote coop

ing of the Code to be useful in their practice. Spe

eration and good relations among members of the
profession.

cific ethical inquiries on aspects of your personal
financial planning practice can be made to the

■ Other responsibilities and practices. A CPA
should conduct himself in a manner which will en

AICPA Professional Ethics Division at 212-5756299.
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